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Percent Change in House Prices
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Identifying the Problem
Rising home values and rising taxes

Falling home values and stable or rising taxes

Uneven increases across property classes

Anticipated increases after court mandates

Rising taxes due to spending increases

Unpredictability of individual assessments

Dissatisfaction with tax rates, even if stable



Benefits of the Property Tax
Support for independent local government
Stable source of revenue
Visibility, transparency, and accountability
Less regressive than a general sales tax
Objective means for allocating burden

 A hybrid tax
 Challenge for alternatives
 Need to “feel fair”



Proposition 13 and “Save Our Homes”

Base year value and limited increases

Loss of property tax benefits

 Insurance against volatility, at a price
 Horizontal and vertical equity
 Local autonomy
 Questions of portability



Colorado – Gallagher Amendment
Limits residential portion of statewide property 

tax base
Commercial ratio fixed at 29 percent
Residential ratio reduced from 30 percent in 

1982 to 7.96 percent today
 Impact on counties depends on their property 

types and values
Changes in one county can affect the tax base in 

others



Colorado’s Residential Assessment Rate
Residential RateYear

7.96%2003-2007

9.15%2001-2002

9.74%1997-2000

10.36%1995-1996

12.86%1993-1994

14.34%1991-1992

15%1989-1990

16%1988

18%1987

21%1983-1986

30%Prior to 1983



New York City – Modified Class Shares

Residential increases limited to 6 percent 
annually and 20 percent over 5 years

Response to Hellerstein (1975)

Residential ratio for 1- to 3-family houses is 6 
percent; for rental property, 45 percent

Loss of transparency

Winners and losers in residential class





Oregon: Measure 50

A base year system without reassessment upon 
sale

Assessed value, maximum assessed value, and 
real market value

Sacrifice of transparency and uniformity



Chicago – Assessment Limitations 

 “7 percent solution”

Triennial assessment cycle

Winners and losers across classes

Winners and losers within the residential class
 Compare Minnesota and Idaho

Transparency and accountability
 Commercial and residential assessment ratios



Property Value Growth Rates in Cook County
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Massachusetts  
Reassessments and Tax Revolts

Longstanding de facto classification overturned 
by 1974 Sudbury decision

1978: Classification Amendment
 Required certification of full-value assessment

1980: “Proposition 2½”: rate and levy limits
    







Massachusetts Approach

Very high rate limit

Levy limit with override capacity

Classification tied to reassessment certification

Dramatic but cyclical increases in state aid 

 Importance of multiple elements



Policy Goals

Transparency

Stability

Flexibility

Renters as residents

Accurate tax prices



Alternative Approaches

 More frequent assessment cycles
 Phase-in during multiyear cycles
 Circuit Breakers

 Design issues
 Coverage
 Definition of income

 Homestead Exemptions – various types
 Truth in Taxation
 Deferral







Price Volatility - Considerations

More frequent reassessments

Phase-in over assessment cycle

Possible 
Alternatives

Equity Issues

Lock-in effects

Winners and losers

Drawbacks

Assessment caps or freezesResponse



Absolute Tax Burdens - Considerations

Targeted reliefPossible 
Alternatives

Equity issues

Inflexibility
Drawbacks

Assessment caps or freezesResponse



Perceived Overspending - Considerations

Truth in Taxation

Caps with override option

Possible 
Alternatives

Inflexibility

Not reflective of cost of services
Drawbacks

Levy LimitsResponse



Shifting Class Burdens - Considerations

Exemptions targeted to needPossible 
Alternatives

Not targeted to need

Business climate

Volatility

Drawbacks

Classification; Class share freezes; 
ExemptionsResponse



Senior Citizen Tax Burdens - Considerations

Circuit Breakers

Deferral

Possible 
Alternatives

Not targeted to needDrawbacks

Tax Freeze; ExemptionsResponse


